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For two days last week, debate in both chambers of the national legislature was focused on the
progress, and procedures employed, in the partial privatization of two state-run companies: ENTEL
through the purchase of stock by a Spanish telecommunications firm, and Aerolineas Argentinas
in association with Scandinavian Air. Sen. Eduardo Menen of the Justicialista (Peronist) party
declared that next year when the Peronists win the presidential elections, they will annul and
reverse the privatization policy. Argentine media sources noted that such debate and threats by
the Peronists only serve to enhance uncertainty, and consequently, further dampen investment
prospects. April 28: In a communique released to the local media and delivered to the Chamber
of Deputies, president of the Buenos Aires stock exchange Juan Pena declared that a proposal by
Justicialista deputies to levy a tax on stock purchases and sales constituted yet "another blow to
savings destined to production." The communique stated that such tax would "result in penalizing a
multitude of small investors, and with this, the activity of enterprises producing goods and services
and employing thousands of Argentines." The document was delivered to Justicialista Deputy
Jose Luis Manzano and president of the Chamber, Juan Carlos Pugliese. At a press conference,
candidate for the ruling Radical Civic Union's presidential nomination, Eduardo Angeloz, declared
his willingness to "initiate a new era" after the 1989 presidential elections, to be triggered by a
veritable "shock treatment of efficiency and new capital." According to Angeloz, current governor
of Cordoba province, the state apparatus today is a "principal obstacle to progress, given its
disorganization, and...super- imposition on other areas of civic life..." He added that wrongheaded
economic actions in recent decades "must be substituted by new concepts," such as deregulation,
privatization, orderly administration, fiscal equilibrium, insertion in the world market, export
promotion and reevaluation of social policy. The changes of greatest importance for Argentina's
economic future, said Angeloz, are redefining and implementing appropriate economic roles for
the state, financial system, and manufacturing. Without state reform, he added, economic recovery
is not possible. April 29: At a press conference in Rosario, Minister of Public Works and Services
Rodolfo Terragno said that because of the "necessity to control public spending," prices and fees
for goods and services under government control will be increased as long as inflation continues
at historically high levels. After acknowledging that real wages were in decline, Terragno said that
unless the government brings its budget under control economic stabilization was not possible.
ENTEL, the state-run telecommunications company, announced that charges on telephone and
telex services had been increased an average 40%, effective immediately. Government officials
announced an average 18% price increase for fuels. Prices on gasoline for automobiles were raised
40%; the price hike includes new taxes destined for the social security system. May 1: In a speech
before both houses of the national congress, President Raul Alfonsin summarized his government's
budget request for the current fiscal year, and its strategy to reduce the public deficit, considered
one of the principal causes of inflation. On deficit reduction As per a recent agreement with the
International Monetary Fund, the fiscal deficit is to be reduced to 2.94% of the gross domestic
product (GDP) in 1988. The real budget deficit in 1987 was equivalent to 7.2% of GDP. Selected
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large-scale construction projects will be suspended, at least temporarily. The largest cutbacks
are expected in the energy sector, specifically reduced outlays for construction activities at the
Yacireta and Atucha II hydroelectric plants, and all activity is to be suspended on the Pichi and
Picun Leufu projects. Also mentioned were a postponement of plans relocate the national capital,
a spending cutback in the nuclear energy program, the elimination of subsidies, and a reduction
of financial benefits provided to provincial governments through the Central Bank's rediscounting
mechanism. Finance Ministry officials are currently preparing plans to boost taxes on selected
consumer products, particularly luxury goods. Additional price increases for state-provided or
administered goods and services will be announced in coming weeks. [Argentine media sources
reported skepticism about deficit reduction plans, since the estimated deficit in the first four months
of the year was equivalent to 6% of GDP.] Inflation According to the Economy Ministry, inflation for
the month of April will have established the annual peak. Consumer prices in May are expected to
reach similar levels. Beginning in June, inflation will begin to decline. [In the third week of April,
the National Statistics and Census Institute (INDEC) reported that inflation for the month would
total between 16 and 18%, assuming that an acceleration did not occur during the last seven days of
the month.] After a meeting with Alfonsin and Sourrouille, Radical presidential candidate, Eduardo
Angeloz, told reporters that "energetic action" is necessary to reduce public spending, and thus, to
reduce inflation from the current 15 to 18% per month levels, to 5% per month. Unless inflation is
brought under control, he said, the Radicals will most certainly be defeated in the 1989 elections.
May 2: During a speech in Buenos Aires, Juan Rebolini, first vice president of the Confederation of
Rural Associations of Buenos Aires and Pampa provinces (CARBAP), demanded a "drastic" change
in the national government's "ill-fated" economic policy. According to Rebolini, "conjunctural or
sectoral measures" are not sufficient, since only drastic means are now capable of "placing the state
at the service of the nation instead of the inverse..." Rebolini declared that the existing "festival of
treasury bonds," and the bewildering array of monetary and financial fine-tuning decrees have
contributed nothing to productive investment. He added that when a society's policy mechanisms
have effectively become disconnected from economic values, it has "ensured its passport to ruin..."
Finally, Rebolini reiterated CARBAP's demand for total price liberalization for milk products at
"all levels of commercialization." 500 austral bills entered into circulation. (Basic data from several
reports by Argentine news agency DYN)
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